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SEERET

CENTHRAL INTEL.LIGENCE AGENCY

T Dacembor 1948

INTELLIGENCE WMEMCORANDUM NO, 03

SUBJECT: Deceptive n ethods used by Soviet-controlled countries for
ucquisition of Strategic Commaxditios.

1. The ECA milssion may find itself under pressuvre from Western
I“'uropean countries to parmit shipments of certain strategic commodities
to Soviat or Soviet-coutrollcd areas. Buch pressure will be based on mig-
\nfor mation that has boon furiished to Woeatern European governmaent
officials and businsss housea by reprasentatives of Soviel-controlled
countries an to the allugod adequacy of allernative sources of supply
open to them. In short, the Scviet-orbit countries are employing an
acient form of blufl In order to inveigle Wostern European countries
into t:olling them strate:ic commoditles.

3. Although the bulk of evidence presently in the possession of CIA
directly concerns antl-friction beurings, there is every reason to believe
that the saine shortages exisi In other strategic commodities and that the
same methods are being employed In an attempt to obtain them. Conclu-
sive ovidonce shows that couniries in the Soviet Orbit, undertaking a uni-
fied offort toward rearmment, stockplling, and developmont of heavy
industry, are atringently handicepped by the lack of anti-friction bearings
and are coordinating their efforts to socure thiy item from Western
European countries.

‘The principal method now being used and the ono which glves most
promise of succens is a bluff buned on outslde ignorance of real conditions
withlin the Soviet Unton and its sutellites., The procedure is to spread mis-
Information, varied according to the country appronched, and designed to
convey the belief that dentnl by the country concerned ia futile gince satol-
1ite otratogic necds will in any event, be satisfied either by unother Western
European country or from within the Soviet Orbit.
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Other methods boing used to obtain stretepic materials are:

a.
b.

C.

Smuggling, prineipally through Austrla ané Gerroany
into the Soviet Orbit.

Purchase in Western Europe through blackmarket
trananctions.

Acquisition and transshipment through durnmy Western
European purchasing agencies in which self-styled
‘‘refugeen’’ from Soviet arean act as a front.

3. Actua] condition:: surronnding the production and supply of anti-
friction bearings within the floviet area are as follows:

.

Except within the Soviet Unjon itsell, no ball or rollier
bearing: are produced in the Soviet-controllied area.

(Oua of tho salient reasons for this condition lies in

that fact that hearings cannot be produced without western
mwachines and enginecring skille which would have to be
imported.)

The Soviet Union produces insufficiont bearings for its

own economy, let alone that of its controlled area. 1t is
estimated, moroover, that roughly B0 of this inndequate
bearing output consibts of repaired bearings. The quality
in any case i8 s0 poor that heretofore, satellite countries,
thouvgh desperately in need, have boen unable to vse Boviet
products. The Soviet Union has promised to supply Hungary,
satellite center of rearmament, with $3%0,000 worth of
bearings during the present trade-treaty year. This quan-
tity is roughly equivalent to one day's capacity production
by any one of the major US concerns; yol tho Soviet Unjon
has delivered no bearings to Hungary so far.

In official tradc treaties, non-producing satellite countries
have pyramided empty promines to supply each other with
bearings. This further aggravates the shortages and con-
tributes to an increasing shortage in the future ag the treuty
countrics fail to meet their obligations.

Smuggling activities, primarily from Austria and Germany,
are so intense ns to require major allied military efforts
toward conirol.
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